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Interim Report to the Shareholders for the Year Ended December 31, 1965 


In the past we have waited until the issuance of 
the Annual Report to advise shareholders of the 
financial results of the year. For various reasons 
it has been considered desirable to change this 
practice and to inform shareholders of the results 
for the year as soon as the financial statements 
have been confirmed by the Company’s auditors. 


This is a short interim report for 1965, so that 
shareholders may become aware of the results as 
early as possible. The complete financial state- 
ments together with the Auditors’ Report will be 
contained in the Annual Report to the Share- 
holders, which will be sent out later, in the usual 
manner, before the Annual General Meeting 
in April. 


Sales and Other Income . 
Profit before deducting undernoted items 


Depreciation, Depletion and Amortization 
Current Income Taxes . 


Earnings before deducting Deferred Income Taxes 
Deferred Income Taxes . 


Net Earnings for the Year . 


Earned per Share 


The Consolidated Net Earnings for 1965 amounted 
to $40,594,282, as compared with $41,440,597 
in 1964, a decrease of $846,315, or 2%. Sales 
and Other Income in 1965 were $437,182,442, 
an increase of 6% over the previous year. 


Vancouver, B.C. 
March 10, 1966 


Year Ended December 31 
1965 1964 


$437,182,442 
$102,608,244 
23,976,193 
25,830,811 


$413,308,840 
$108,806,195 
29,007,429 


32,799,104 
61,806,533 


46,999,662 
12,206,993 5,559,065 
40,594,282 $ 41,440,597 
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49,806,969 
52,801,275 
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Summary of Significant Facts 
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Earnings after current income taxes 
but before providing for deferred income taxes 


Amount 


Charge for 


Depreciation 


Depletion 


Amortization of logging roads 


Earnings retained in business at end of year 


Year Ended 
December 31 


1965* 


$434,289 ,256 
2,893,186 


$437,182,442 


$ 78,632,086 


$ 40,594,282 
$ 1.95 


$ 52,801,275 
$ 2.53 


$ 17,405,735 
3,279,980 
3,290,443 


$ 23,976,158 


$148,358,916 


Year Ended 
December 31 


1964 


$409,564,544 
3,744,296 


$413,308,840 
$ 79,798,766 


$ 41,440,597 
$ 1.99 


$ 46,999,662 
$ 2.25 


$ 22,856,227 
2,936,305 
3,214,897 


$ 29,007,429 


$132,807,240 


Water bombers play vital part in fire control. 


Year Ended Year Ended 
December 31 December 31 
1965* 1964 
en KOON IE T Ul Gee nate. eee eae alee en Hehe. Su! Ue Ree $ 52,324,668 $ 78,439,712 
DIVIDENDS 
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SHAREHOLDERS 
Rrmer ete UE COL VR eee ae oie ig Or ae «nine ae a kis See 23;135"* 20,0917" 


*Statistics and charts throughout this report conform to the Financial Statements (See note 1). 
**Excluding holders of share warrants. 
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REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: MacMILLAN, BLOEDEL anp POWELL RIVER LIMITED 


Consolidated net earnings for 1965 amounted to $40,594,282 
as compared with $41,440,597 in 1964, a decrease of 
$846,315, or 2%. Sales and other income for 1965 were 
$437,182,442, as against $413,308,840 in the previous year, 
representing an increase of $23,873,602, or 6%. Deprecia- 
tion, depletion, and road amortization amounted to 
$23,976,158 as compared to $29,007,429 in 1964. The sum 
of $12,206,993 was added to the reserve for deferred in- 
come tax which now stands at $32,252,888. The reason for 
setting up such reserve has been fully explained on previous 
occasions, and is also mentioned in the notes to the finan- 
cial statements appended hereto. 


A broad review of the results for the year shows that the 
predominant factor was the increase in the cost of doing 
business, with the result that, notwithstanding higher sales, 
the profits were lower. The increase in cost took many 
forms, not only in wages and salaries but in the different 
fields of taxation, supplies, and the great variety of out- 
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goings applicable to a large organization. The trend con- 
tinues. Wages, salaries and employee benefits have in- 
creased from $89,500,618 in 1964 to $101,485,089 in 1965. 
Stumpage rates payable to the Provincial Government 
have almost tripled over the last four years and Provincial 
land taxes nearly doubled. 

The disparity in the profits between 1964 and 1965 is 
greater than would appear on the surface. Prior to 1964, 
what is known as the diminishing balance method of depre- 
ciation was used, which had the effect of charging heavy 
depreciation in the early years when maintenance was light, 
with the reverse being the case in the later years. In 1964, 
it was decided to change to straight line depreciation, the 
method by which the cost of the asset is distributed equally 
over its anticipated life. While this change did not have a 
significant effect on the 1964 profits, such was not equally 
true for 1965. Moreover, the further change was made in 
1965 of charging road amortization according to log pro- 
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duction from the timber developed, instead of charging a 
fixed percentage of the total cost of roads on a diminishing 
balance basis. It is estimated that these two changes of 
method, which were considered desirable in order to reflect 
a more accurate picture of annual earnings and to afford 
better cost control, resulted in an increase in the net profits 
of approximately $3,000,000 as compared with profits 
based on past accounting procedures. 

Although the foregoing observations are important and are 
to be borne in mind in any review of the year’s results, it 
can be said that, on the whole, it was a reasonably satis- 
factory year. Markets maintained their activity, and the 
Company’s products were sold in good volume and, apart 
from newsprint, at prices more or less in line with the pre- 
ceding year. The Company’s profits rose in 1964 by reason 
of the large expansions at Harmac and Port Alberni. 1965 
can be regarded as a year when strenuous efforts were made 
to maintain the level of profits of the previous year, and 
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to lay plans for further expansion in the future, to which 
reference will be made later in this report. 

Production figures for the year compared with the previous 
year were as follows: 


PRODUCT UNIT 1965 1964 
Logs (M FBM) 1,339,929 | 1207,872 
Lumber (M FBM) 1,014,757 915,206 
Plywood (M Sq. Ft. 34’) 386,457 374,036 
Shingles (Squares) 479,983 452,002 
Newsprint (Short Tons) 843,968 790,850* 
Pulp (Short Tons) 556,135 483,773 


Kraft Paper and 
Paperboard (Short Tons) 173,018 159,683* 


Fine Paper (Short Tons) 17,868 14,482 
Corrugated 
Containers (M Sq. Ft.) 699,881 679,291 


*Includes tonnage purchased during strike. 
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THE FOLLOWING IS A SUMMARY OF THE OPERATIONS OF THE COMPANY: 


Logging Group 


In the early part of the year there were heavy falls of snow, 
which hampered operations considerably, and in many 
areas made the continuation of logging impossible. This 
was followed by a prolonged period of dry, sunny weather 
in the summer which brought with it extremely hazardous 
fire conditions necessitating curtailment in production for 
the sake of forest protection. At the end of the year, there 
were further abnormal snowfalls. Such unusual weather 
conditions inevitably had their adverse effect on produc- 
tion costs. 


Notwithstanding these difficulties, production was in- 
creased in the year to 1,840 MM feet board measure, which 
was 11% higher than in 1964. This figure included 860 MM 
FBM of logs produced by 165 independent contractors, 
ranging from the single owner operating one logging truck 
to the fully equipped logging operator. These contractors, 
who employ nearly 1,000 men in total represent an im- 
portant part of the independent business in the communi- 
ties in which we operate. 


The Company cuts from its own holdings and its Tree 
Farm Licences the maximum production that is commerci- 
ally feasible within the cutting limits established by the 
Licences. In addition to such production, including that of 
independent contractors, logs are purchased on the open 
market in order to meet the requirements of the Company’s 
converting operations. 


Logs were purchased on the open market in a net volume 
of 872 MM FBM, which was a 40% increase over the 1964 
figure. Trading in logs takes place in considerable volume 


in order to procure logs of the species and grade required 
by the Company’s converting operations. This Company 
is the largest log buyer on the open market in British 
Columbia. During the year, the Company gave substantial 
financial assistance by way of loans to independent loggers. 


The increase in Crown stumpage rates, to which reference 
was made in the report last year, continues although the 
estimate for 1965 proved to be higher than the actual 
result. The following table shows the trend of increasing 


Crown stumpage rates. Average Rate 
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In addition to stumpage payments, the Company is 
responsible for the protection of Crown timber under 
management, from fire, insects and diseases. It also has 
the obligation to reforest as it logs. 


The construction of the new community townsites situated 
near the Company’s logging operations at Port Hardy and 
Kelsey Bay in the northern part of Vancouver Island is 
progressing satisfactorily. Subdivisions have been estab- 
lished; lots have been serviced; and some forty houses have 
already been built or are in the course of construction. 
These are subsidized by the Company in order to attract 
long-term employees, and to retain skilled personnel. A 
further subdivision at Port Clements, at Masset Inlet, 


Queen Charlotte Islands, has made slower progress because 
of the difficulties in interesting contractors at the present 
time in isolated communities. 

The Company’s subsidiary, Kingcome Navigation Com- 
pany Limited, has had a successful year. Its towboat 
activities are spread over the entire coast of British Co- 
lumbia and provide for the movement of logs by water 
from the Company’s logging operations to the converting 
mills as well as the movement of lumber, pulp and news- 
print for trans-shipment to local and foreign markets. At 


Forestry 


The intensive forestry program which is designed to 
utilize to the fullest practicable extent the potential 
growth capacity of the timberland, has now been expanded 
to all areas under the Company’s management. The pro- 
gram embraces practices which are far in advance of 
legislative or contractual obligations. The benefits of this 
advanced form of forest management are already being 
enjoyed in the form of increased production which will 
continue in the future. 

In recent years it has become apparent that the balsam 
woolly aphid, which has created such widespread damage 
in Eastern Canada, has spread to British Columbia. This 
is a minute insect which attacks the tree by affixing itself 
to the bark and feeding on the sap. 

In view of the destruction caused by this aphid, the Pro- 
vincial and Federal Governments, in response to strong 
representations by the forest industry, have undertaken 


present, it operates 30 tugs and barges, including three 
self-dumping barges each capable of carrying 1,500 M 
FBM of logs. 


Production of cedar poles from the Company’s operations 
showed an appreciable increase in 1965 to 42,530 as against 
34,590 in 1964. A new pole yard on the Fraser River near 
New Westminster has been almost completed and it is 
expected that it will greatly facilitate the inspection and 
assembly of poles from the Company’s logging operations, 
as well as those from independent suppliers. 


comprehensive survey and research studies to define the 
boundaries of the infestation and to determine means of 
controlling and, if possible, eliminating this very serious 
threat to the forests. 

The Company’s tree planting program is continuing, and a 
significant milestone will be reached early in 1966 when a 
total of 50 million trees will have been planted in the 
Company’s operations. 

In 1965, Forest Industries Flying Tankers Limited, in which 
the Company is a major partner, converted a second 
Martin Mars aircraft into a flying tanker. With two 
machines in operation during a dry and hazardous summer, 
the 1965 flying activity exceeded that of the total of the 
past five years. The aircraft made 314 water drops on 23 
fires for a total of 1,516,000 gallons. The use of a chemical 
additive to the water improved results. The Company’s 
fire loss during the year was of minor significance. 


Wood Products Group 


LUMBER 

This product had a record sales year in 1965. The Japanese 
market reflected the boom conditions in construction, 
which continued in the face of a disturbed economic back- 
ground. The strength of the U.S. Atlantic Coast market 
was attributable to active domestic demand, augmented by 
the pressures of military requirements. In the United 
Kingdom business slowed down due to economic diffi- 
culties. The Australian market started vigorously, but 
lost its impetus toward the end of the year. Broadlyspeaking, 
prices were strong in the spring, but weakened slowly 
towards midsummer, and then made a good recovery. 


PLYWOOD 

The volume of shipments and average sales prices were 
slightly lower than in the previous year. There was no 
marked change in the proportions of sales to domestic and 
overseas markets, the former representing 79% and the 
latter 21%. The spring domestic market, after a severe 
winter, was slow and inventories were allowed to increase, 
which proved to be sound policy, since later in the year 
demand outstripped production. 

The Company for many years had served as the sales 
agent for a mill in the interior of the Province, which was 
sold to a competitor. The loss of this major source of fir 
and spruce sheathing required the manufacture of a high 
percentage of sheathing in the Company’s own mills, 
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Converting costs, while subject to considerable pressure 
through higher wage and salary rates, were kept under 
firm control by efficient management, new equipment, and 
the introduction of improved procedures. In particular, 
improved methods were introduced in lumber-cutting pro- 
grams which ensured the best combination of logs to mills 
in relation to markets. 

The contract under which this Company sells lumber, ply- 
wood and shingles produced by British Columbia Forest 
Products Limited continues to operate to the satisfaction 
of both companies. 


which was a matter of necessity rather than choice. A new 
source of supply has been developed by the Company 
through a contract with Canim Lake Sawmills Limited, 
also in the interior of British Columbia, for the sale of the 
production of its new plywood plant which commenced 
operations in August. 

New overseas markets were developed in Italy and Sweden, 
and while the United Kingdom market narrowed in re- 
sponse to the restrictive measures imposed by the govern- 
ment to curtail imports, activity in the European markets 
more than offset this decline. Canadian prices, while show- 
ing a definite downward trend to mid-year, strengthened 
in response to increased demands later in the year. 
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1961 


Costs were higher, due principally to wage and salary 
rates, but also in part to the expenses incidental to the 


SHINGLES 


The Company’s principal market in the United States 
deteriorated during the year due to overproduction. 
Shingles, while an important and interesting part of the 


ASPENITE 

In April 1965, the Company purchased a building panel 
mill at Hudson Bay, Saskatchewan, some 260 miles north- 
east of Regina. 

It is a comparatively small operation, but the panelboard, 
which can be used for many purposes, constitutes an im- 


PARTICLEBOARD 


The operations commenced in February 1965, and while 
the initial period had some difficulties, these were success- 
fully overcome, with the result that the outlook is reason- 
ably encouraging. Marketing arrangements were changed 


LUMBER AND PLYWOOD SPECIALTIES 

Towards the end of the year, the specialty board plant 
on the North Arm of the Fraser River commenced partial 
operations. 


It is expected that this plant will become fully operative 
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running in of new machines and equipment, the benefits of 
which should become apparent in the latter half of 1966. 


Company’s activity, do not normally make a substantial 
contribution to profit. Costs were high and, on the whole, 
results were somewhat disappointing. 


portant addition to the Company’s diversified line of pro- 
ducts. Progress has been encouraging with higher pro- 
duction and lower manufacturing costs. Demand con- 
tinues to be satisfactory, and the market is being steadily 
broadened. 


with the result that the product is now being shipped to 
dealers not only in British Columbia, but to the Prairies 
and Eastern Canada. It is an excellent material and is 
rapidly establishing a high reputation. 


in 1966, and will manufacture a number of specialty pro- 
ducts, such as coated concrete forms, prefinished exterior 
panels, and various forms of siding, which will be pro- 
gressively introduced to the market during the year. 
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Pulp and Paper Group 


NEWSPRINT 

Notwithstanding the reduction in the price of newsprint 
which took effect at the end of 1964, the dollar sales volume 
in 1965 exceeded that of the preceding year by 3%. 

The improvement in the sales outlook, to which reference 
was made in the previous report, took place as expected 
and, apart from a very short period in the second quarter, 
the newsprint machines operated at full capacity. This 
year was the first full year of operation of the No. 5 
machine at Port Alberni which, after some corrections to 
the dryer sections, settled down to normal operation. Its 
performance is now up to original expectations. 

Despite high operating rates, a number of improvements 
were made at the Powell River mill. Significant among these 
were renovations to the pulping and paper making facili- 
ties. Modifications were also made permitting greater 
flexibility in the simultaneous manufacture of different 
grades of paper. The Powell River mill made good progress 


PULP 

The Company’s sulphate pulp mills at Harmac and Port 
Alberni operated at full capacity throughout the year. 
Prices were reasonably steady in North America, but 
declined abruptly in Europe during the last half of the 
year due to anticipated overcapacity in that area. 

At Harmac, considerable improvements and additions 
were effected, including a new boiler, additional dryer 
sections in the No. 3 pulp machine and replacements of 
mill water lines, all of which involved a cost of $4,300,000. 
At Port Alberni, the kraft mill expansion, including the 
installation of a Kamyr continuous digester, was sub- 
stantially completed during the year with the estimated 
final cost being $11,400,000. 


Up until last year, the sale of the Company’s pulp in 
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*Includes tonnage purchased during strike. 


during 1965 but much modernization remains to be done. 


The sawdust refiner groundwood operation at Port Alberni 
has now been completed at a cost of some $4,000,000 and 
there is every reason to believe that this pilot plant, which 
has been the object of extensive research, will prove com- 
pletely successful. Its operation will enable sawdust to be 
put to a better use than in the past, and important savings 
are expected. 


Transportation of part of the newsprint from the Com- 
pany’s mills to California by barges capable of carrying 
about 7,000 tons each voyage has commenced, the first 
barge having already made a successful trip to California. 
Three hundred and fifty-six feet long, it is totally enclosed 
and is equipped with doors for sideloading, which enable 
newsprint to be moved directly in and out of the barge by 
lift truck with a minimum risk of damage. Considerable 
economies are anticipated. 


Europe and elsewhere was handled by Price & Pierce 
Limited of London, England, who, as the Company’s 
agents, have performed admirably through the years in 
marketing the Company’s production. However, circum- 
stances arose which forced Price & Pierce to withdraw from 
the agency in the United Kingdom. In the light of such 
withdrawal and in view of the very substantial quantities 
of pulp which the Company manufactures for a wide 
range of customers, it was decided after thorough study 
that the Company should itself market its pulp in the 
United Kingdom and also in the United States. The Com- 
pany has therefore opened an office in London under the 
name of MacMillan Bloedel Pulp and Paper Sales Limited 
which will market all our pulp, paper and specialty pro- 
ducts in the United Kingdom. Similarly, offices have been 
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opened in New York and elsewhere in the United States 
under the name of MB & PR Sales Inc. for the sale of pulp. 
In Japan and the Far Eastern markets generally, pulp is 
sold through MacMillan Jardine Limited, a company 
formed in association with the old and well established firm 
of Jardine, Matheson & Co., Ltd. in the Orient. MacMillan 


FINE PAPER 

Sales increased steadily during the year so that the mill at 
Annacis Island near New Westminster became almost 
wholly engaged in the manufacture of various types and 
grades of fine paper. Owing to the growing demand for 
fine papers, it will no longer be practicable to use part of 
KRAFT PAPER AND PAPERBOARD 

Sales of linerboard and corrugating medium, both in volume 
and price, were very satisfactory throughout the year. In 
the United Kingdom, which is the principal market for 
these products, the 10% surcharge on imports resulted in 
increased competition from board made of waste materials. 
Notwithstanding this, there was an increase in market 
prices of linerboard and corrugating medium, which took 
effect in May. A substantial portion of our linerboard pro- 
duction is purchased at market price by our subsidiaries in 


GENERAL 


Virtually all production facilities of the Pulp and Paper 
Group were operated at full capacity, resulting in the 


POWELL RIVER EXPANSION 

The expansion of the Powell River facilities is well ad- 
vanced from the point of view of design, and most major 
equipment has been ordered. The new groundwood mill is 
scheduled for completion in the autumn of 1966. No. 10 
newsprint machine is expected to start up in April 1967, 
and the new woodroom and lumber recovery plant is 
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Jardine Limited, in which our Company owns a major 
interest, is becoming increasingly valuable in the marketing 
of pulp, paper, lumber, newsprint and other products of 
the Company in that area. 


In other parts of the world, Price & Pierce continue to act 
as our agent for the sale of pulp. 


the capacity of the mill for kraft paper, which is being 
manufactured elsewhere in the Company’s operations. 
Two new sheet cutters have been installed at a cost of 
$235,000 to provide additional production and better serv- 
ice to customers. 


England — Hygrade Corrugated Cases Limited, and Cooks 
Corrugated Cases Limited. 


Work on the kraft paper machine at Port Alberni to in- 
crease production and improve quality was completed 
towards the end of the year, at a cost of over $700,000, and 
the future annual output should be greater by 10,000 tons. 
At Burnaby, the production of paperboard reached an all- 
time high while roofing felt production stayed at approxi- 
mately the same level as last year. Prices remained firm. 


total pulp and paper production exceeding past records by 
about 14%. The outlook for 1966 is for full operation. 


planned to come into operation in the latter part of 1967. 
The semi-bleached kraft pulp mill should be ready at the 
end of 1968 which will enable major operating economies 
to be effected, since it will then no longer be necessary to 
ship chemical pulp from Harmac to Powell River for the 
manufacture of newsprint. 


KRAFT PAPER AND PAPERBOARD CORRUGATED CONTAINERS 
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Packaging Group 


In Canada, this Group consists of Martin Paper Products 
Ltd., manufacturers of corrugated shipping containers 
and related products; National Paper Box Limited, manu- 
facturers of folding and rigid cartons and Martin Paper 


CORRUGATED CONTAINERS 

The five corrugated container plants of Martin are located 
in major cities of Western Canada. All are modern and well 
equipped. Despite somewhat depressed prices in the first 
part of the year, sales were higher than in the previous 
period by about 5%. Frost damage in the fruit industry 
in British Columbia affected sales to some extent but 
apart from this there were no unusual difficulties. 


In the United Kingdom, Hygrade Corrugated Cases Limited 
and Cooks Corrugated Cases Limited had a difficult year. 
The accounts of these two companies are not consolidated, 
but the equity in the profits is included in the Consolidated 
Statement of Earnings. The equity for 1965 was $1,595,000 
as compared to $2,067,000 in 1964. The decrease was 
directly due to the general economic conditions in the 
United Kingdom which had their adverse effect on the 
whole industry. The competition for the available business 


FOLDING AND RIGID BOXES 

National Paper Box Limited, in its new plant, is operating 
satisfactorily, and sales are increasing steadily. The market 
is highly competitive, and while progress has been some- 
what slower than anticipated, it is developing along sound 


BAG DIVISION 


The bag plant had a good year, with higher sales and im- 
proved profits. There was keen competition from domestic 


Research 

Following an extensive study of the Company’s research 
facilities and organization by an eminent firm of outside 
consultants, the Company created a new position, Director 
of Research, which was filled by the appointment of Dr. 
Lionel A. Cox, formerly a Vice-President and Director of 
Research and Engineering of Johnson & Johnson, New 
Jersey. Dr. Cox is responsible for a research and develop- 
ment program on an intensified scale to develop new and 
improved products, as well as providing new sources of 


Bags Ltd., manufacturers of grocery and checkstand bags. 
The year was notable for increased sales and better profits. 
The greater part of the raw material in the form of kraft 
paper and paperboard is obtained from our own mills. 


was extremely keen, with a consequent effect on price 
levels. Moreover, to.remain competitive, these companies 
were compelled to purchase an increasing volume of home- 
produced raw material made from waste, the manufacture 
of which was encouraged by the import surcharge. 


A new plant of Hygrade Corrugated Cases Limited was 
opened in October 1965 at Weston-Super-Mare in the west 
of England, and although its start was made under diffi- 
cult conditions, it is making good progress. The original 
plans contemplated the opening of a further plant in the 
north of England. This is still receiving consideration. Im- 
provement in the earnings of these companies is confidently 
expected to follow the stabilization of trading conditions 
in the United Kingdom. In the meantime, as has been 
previously mentioned, these companies afford a steady 
market for our linerboard production. 


lines. The plant is equipped with modern and efficient 
machinery, the personnel is keen, and it should be only a 
matter of time before the benefits of the new plant are 
reflected in sales and profits. 


and United States suppliers, but attention to service and 
new designs helped to extend the market for its products. 


corporate earnings. The Company’s four research labora- 
tories at Harmac, Powell River, Burnaby and Vancouver 
are under his care and direction. 


Research studies are being pursued over a wide field. A 
modification in the kraft chemical pulping process is being 
investigated, having regard to interesting possibilities of 
cost reduction through the increase of kraft pulp yields. 
Efforts are being made to obtain greater knowledge of the 
physical behaviour of fibres during the formation of papers. 


Improved drying techniques for lumber and plywood are 
being explored. The development of new chemical pro- 
ducts from trees through the conversion of wood bark and 
other residues is another important area of research. 


Distribution 


The problems handled by this Division are highly complex 
due to the volume and variety of the Company’s goods 
which are transported from the Company’s mills and 
plants to markets in all parts of the world. The total freight 
bill forthe Company amounted to about $85,000,000in 1965. 


Great changes have taken place in recent years. Larger 
ships of special design are being built; handling equipment 
has been greatly improved; containers are being used to an 
increasing extent; and special port facilities are being 
developed. The consequences have had and will have far- 
reaching effects on the movement of goods. 


The Company has been a pioneer in the packaging of 
lumber, the first shipment having been made to the Atlan- 
tic Coast market in 1959, when this new method met with 
an excellent reception. Today, all our cargo lumber to the 
U.S. Atlantic Coast is shipped in this form, as well as a very 
large percentage of the shipments to Japan and the United 
Kingdom. 

Large cargo ships present their own problems. A ship 
carrying possibly three or four times the load of an 
average cargo ship of ten years ago requires longer berths, 


Central Engineering 


This Department has been substantially enlarged to organ- 
ize the expansion at Powell River, which as previously 
mentioned includes a newsprint machine, a kraft pulp mill, 
and a lumber recovery unit. Most of the very extensive site 
development work has now been finished, and living 


Central Purchasing 


The dollar volume of orders placed during the year in- 
creased by 6% to $50,000,000, excluding capital equipment 
required for plant expansion purposes. One major item was 
the purchase of 57 logging trucks and trailers for the 
Logging Group, at a cost of over $3,000,000. This repre- 


Air and water pollution continues to receive most careful 
study. While much has been done in recent years, the 
problems of the causes and effects of pollution have not yet 
been fully solved. 


deeper water, and more efficient facilities for the reception 
and delivery of the goods. Cargo ships of the Liberty type 
are all over twenty years old, and although they still repre- 
sent possibly 15 to 20% of the cargo capacity of the charter 
fleet, they are passing out of existence and will be replaced 
by the larger vessels. 


The cargo volume handled by the Company’s wholly- 
owned subsidiary Canadian Transport Company Limited 
was the largest in its history, amounting to 1,407,000 long 
tons. Heavy shipments were made to the U.K./Continent, 
the U.S. Atlantic Coast, Japan, Australia, and Italy. 
Return cargoes were obtained in good volume. 

The charter freight market has been moving upward more 
or less steadily since 1958. At the end of 1965 the world 
freight levels were about 10% above those at the beginning 
of the year. 

There was serious congestion in the Japanese ports, as the 
result of a Japanese seamen’s strike which lasted several 
months. There was also a longshoremen’s strike on the U.S. 
Atlantic Coast. These caused considerable delays and 
added expense. 


quarters for the construction workers and a pulp and paper 
warehouse have already been completed. Structural work 
on the groundwood and screen room facilities is well 
advanced and the driving of steel piling for the additional 
newsprint building and machine has been finished. 


sented one of the largest purchases of its type in Canada. 
On the whole, prices paid during the year were little differ- 
ent from the 1964 level. However, recently a number of 
increases in basic materials have been announced, including 
copper, steel and chemicals. 
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Capital Expenditures 
The total expenditure for the year was $52,324,668 grouped under the following headings: 
LOGGING 


Purchases of timber, acquisition of new logging equipment, construction of roads, progress payments on news- 
print barges and tug and other additions to the towing fleet. 7.0703. ns eis ee ee $16,851,717 


WOOD PRODUCTS 
Completion of Alberni Plywood Division expansion, modernization of Vancouver Plywood Division facilities, 


construction of Specialty Board Plant, acquisition of Aspenite Division and general improvements to mills. . 9,327,102 

PULP AND PAPER 

Expansion project at Powell River Division, refiner groundwood facilities at Alberni Pulp and Paper Division, 
power boiler at Harmac Pulp Division and general improvements to operations........................0055 25,761,451 

PACKAGING 

General improvements to facilities (0.0. ape ons 3 arte eT 188,854 

GENERAL 

Sundry additions... 6. .scc04 656055, ¢ den gad ae 5 Dinan We 2 ee ee te tote ee 245,544 

$52,324,668 

Consolidated Statement of Source and Application of Working Capital 

FOR THE YEAR ENDED DECEMBER 31 1965 (WITH A COMPARABLE STATEMENT FOR THE PRECEDING YEAR) 

SOURCES OF WORKING CAPITAL: 1965 1964 
Neti earnings. fo Ist etna $40,594,282 $41,440,597 
Non-cash charges in arriving at net earnings — 

Depreciation, depletion and amortization of logging roads................ 23,976,158 29,007,429 
Deferred income taxes. :..............0% BS cite at 2 iG oa ash 8, ARR ty Sn 12,206,993 5,559,065 
Working capital generated from operations. (16.0 3.0........53.0...8. eS 76,777,433 76,007,091 

Issue of debentures (Series A — first and second drawings).................. 31,376,383 — 
Sale of United States Treasury notes and bonds.....-.................00 eee 269,849 2,529,328 
Amounts released by trustee for bondholders of subsidiary company........ — 1,417,454 

Issue‘of ordinary gharesics ace tase eee ae 270,000 — 
108,698,665 79,953,873 

APPLICATIONS OF WORKING CAPITAL: Bae — 
Net. additions to property, plant and equipment ....2.....5.5.73..4.....--o- 52,324,668 78,439,712 
Less — 

Finaneed ‘by non-current liabilities... .... 90. ee ee — 45,499,932 
52,324,668 32,939,780 

Payments of, and current provision for, non-current liabilities............... 39,796,188 3,078,233 
Cash dividends; paid) ccc is cnte tyccc scene te te ota ee 20,873,355 20,846,255 
Burchase or preference shares .<3) 04,0 ac ee ee ee ee ee 3,460,708 3,163,904 
Other.investments:and advances,..-2. <5. ae ee 1,877,493 18,303 
Investments in subsidiary companies not consolidated, less dividends received 1,838,134 37,484,098 
Otheritems (net) clo" icv iace een hes Ge ae a, tea ee 462,297 93,478 
120,632,793 97,624,051 

DECREASE EN WORKING CAPITALS (3. oe tee 11,939,128 17,670,178 

WORKING CAPITAL AT BEGINNING OF YEAR......................: 63,579,509 81,249,687 

WORKING CAPITAL AT END OF YEAR) 00) eee ee $51,640,381 


$63,579,509 
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Finance 


For the purpose of financing the current expansion at 
Powell River, the Company authorized the issue and sale 
to several institutional buyers, through Messrs. Lehman 
Brothers and Lazard Fréres & Co., New York, of U.S. 
$42,000,000 Sinking Fund Debentures Series A dated 
October 14, 1965 and maturing October 1, 1990, bearing 
interest at the rate of 4.95% per annum. The debentures 
are secured under a Trust Indenture dated October 1, 1965 
which provides a floating charge on all the undertakings 
and assets of the Company, and a charge on the Company’s 
shares in its direct subsidiary companies. Closings took 
place on October 14 and November 4, 1965 and January 6, 
1966, at which time debentures in amounts of U.S. 
$13,675,000, $15,525,000 and $12,800,000 respectively were 
issued against payment. 


The Company has also authorized the creation and issue 
in due course of $50,000,000 Series B Debentures in Cana- 
dian funds bearing interest at the rate of 544% per annum, 
to be dated January 3, 1966, and to mature on January 3, 
1976, under the Trust Indenture of October 1, 1965, com- 
bined with a Supplemental Trust Indenture dated Decem- 
ber 15, 1965. Arrangements have been completed for the 


Foreign Exchange 


During the first half of the year, the Canadian dollar 
weakened in terms of U.S. and other currencies, but gained 
in strength in the second half, due to considerable Cana- 
dian financing in the United States market, and the support 
given to the Canadian dollar through the sale of wheat to 
Russia. However, towards the end of the year, the outlook 


Distribution of Shares 
as at February 14, 1966 


NUMBER OF 
SHARES SHAREHOLDERS 

Cansda p22 aimee saa 15,134,083 22,343 
United States........... 4,837,440 1,291 
United Kingdom........ 112,669 ply 
Elsewhere: soe. ee 78,976 156 

20,163,168 23,907 
Share warrants.......... 693,087 
POLAT ses crs tare cari 20,856,255 


In regard to share warrants, it is estimated that 75% are held 
in the U.S.A. and 25% in Canada. The number of warrant 
holders is not known. 


private placement of these Series B Debentures on different 
dates up to December 31, 1967 as funds are required. 


It is considered that, as a result of these very satisfactory 
arrangements, the Company has provided for its financial 
requirements for the expansion at Powell River and for 
other general corporate needs. The Trust Agreement is an 
open-end indenture, under which further issues may be 
made if required at a later date. 


In regard to the Alabama project, to which reference is 
made later in this report, a proportion of the financing 
will be accomplished by the issue of tax-free Revenue 
Bonds of the Industrial Development Board of the Town 
of Camden, Alabama, in the amount of U.S. $66,000,000. 
The construction of the mills will be carried out in accord- 
ance with the designs approved by the Company and under 
its direction. On completion, the projects will be leased to 
subsidiary companies by the Industrial Development 
Board of the Town of Camden, and payments under the 
leases will be made over the life of the bonds, not exceeding 
20 years, with right of purchase by the lessee companies on 
termination of the leases. 


became somewhat clouded and the heavy deficit on current 
account with the United States, which is expected to reach 
a record figure, combined with the measures that have 
been taken by the U.S. to improve its balance of payments 
position, has resulted in the Canadian dollar developing 
some weakness in terms of other currencies. 
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The rates of exchange are a matter of considerable im- 
portance to the Company, in view of the very substantial 
sales of products that take place in U.S. dollars, Sterling 


Stock Options 


At the last annual general meeting the directors of the 
Company were authorized to establish a stock option plan 
whereby options would be granted to full-time selected 
employees to purchase ordinary shares of the capital stock 
of the Company on terms and conditions as determined by 
the directors, subject to the number of shares not exceeding 
150,000 and the number of selected employees not exceed- 
ing 50 at any time. Under this plan, there are now stock 


Labour Relations 

There were no labour negotiations during 1965 with the 
International Woodworkers of America covering our log- 
ging, sawmilling, shingle and plywood operations. A two- 
year agreement negotiated in 1964 remains in effect to 
June 15, 1966. 


One-year agreements effective July 1, 1965, were negotiated 
with the International Brotherhood of Pulp, Sulphite and 
Paper Mill Workers, the United Papermakers and Paper- 
workers and the International Brotherhood of Electrical 
Workers representing employees in our primary pulp and 
paper mills. These agreements provided for a 15¢ per hour 
general wage increase and the introduction of a supple- 
mentary vacation benefit. The same general settlement was 
negotiated with the United Papermakers and Paperworkers 


Accident Prevention 

During 1965, divisional accident control and supervisory 
training programs were the major contributing factors in 
achievement of a frequency rate 5% lower than that ex- 
perienced during 1964. The Packaging Group showed the 
most significant improvement during the year. The Martin 
plants at Edmonton and Regina completed 1965 without 
accidents and the bag plant maintained its accident-free 
record which began when the plant commenced operation 
in May, 1957. Late in 1965, the B.C. Government amended 


New Head Office Building 

It has long been apparent that the Company must make 
different arrangements for office accommodation. The 
present building at 1199 West Pender Street, Vancouver, 
B.C. is quite inadequate in size, and the office staff at the 
present time is distributed in six locations. For many years, 
the Company has owned a piece of property at the corner 
of Georgia and Thurlow Streets, Vancouver, which is a 
central position and a good site from many points of view. 
Adjoining pieces of property have been purchased, and 
after consideration of a great number of alternative plans 
the decision has been reached to build an office building 


General 
There have been a number of important developments in 
the Company during the year, to which reference should be 


and other currencies. Generally speaking, the Company 
benefits from the strength of those currencies in terms of 
the Canadian dollar. 


options outstanding covering 96,000 shares, held by 49 
employees. The employees to whom options were offered 
were appreciative of the opportunity of identifying them- 


selves more closely with the Company’s financial progress. 


In the matter of selection, emphasis was in the direction of 
younger men in the managerial group, since it is in their 


hands that the future of the Company lies. 


at Burnaby Paperboard and Island Paper Mills operations. 
Two-year agreements were negotiated with the Inter- 
national Brotherhood of Pulp, Sulphite and Paper Mill 
Workers for the Regina and Winnipeg container plants. 
The New Westminster container plant and the bag plant 
continued under the two-year agreements negotiated in 
1964 with the Pulp and Paper Workers of Canada. 


A fourteen-month agreement effective April 1, 1965, was 
negotiated with the Office Employees International Union 
representing 54 non-managerial office workers at Alberni 
Pulp and Paper Division. 


Settlement terms provided for salary adjustments similar 
to those granted other salaried personnel in the Company 
under the Company’s salary administration plan. 


the Workmen’s Compensation Act to provide for improved 
benefits. The amendments resulted from recommendations 
made by Mr. Justice Tysoe of the Court of Appeal of 
British Columbia acting as a Royal Commissioner to en- 
quire into the administration and function of the B.C. 
Workmen’s Compensation Board. Indications are that the 
amendments made will increase the cost to the Company 
of Workmen’s Compensation coverage by 25% or approxi- 
mately $360,000 per annum. 


on the Company-owned land. It will be a building of some 
twenty-seven storeys and will be built under a lease-back 
arrangement. 


The square footage of rentable space will be about 300,000, 
of which the Company in the first instance will rent 
120,000 square feet, with options on additional space as 
and when required. 

A design has been selected from those submitted by differ- 
ent firms of architects, and it is expected that construction 
will commence this year, with a view to occupancy in the 
early part of 1968. 


made. The Kitimat plans, after careful consideration of all 
aspects, were finally dropped. The Provincial Government 


found itself unable to offer the Company a volume of 
timber sufficient to justify the expansion originally planned 
by the Company, and accordingly the offer of the Govern- 
ment was regretfully declined. It was a disappointing out- 
come to a great deal of work and effort. 


Negotiations were completed for the purchase of certain 
assets of Albertawest Forest Products Corporation Limited, 
including a lease of timber in the Whitecourt area, 100 
miles northwest of Edmonton. The lease confers cutting 
rights over approximately 7,000 square miles, and the 
volume of timber is sufficient to support a major expansion 
of the Company’s activities in the forest industry. The 
timber stands are largely pine and spruce. There is ample 
water, and the preliminary engineering and feasibility 
studies indicate that there are good prospects for the 
development of pulp and other facilities in the area. 


As mentioned previously in the report, the Company 
bought from the Government of Saskatchewan a building 
panel mill at Hudson Bay, Saskatchewan. This board had 
been marketed under the name of ‘‘Aspenite’’, which is 
sold widely in the Prairie Provinces. The market for this 
product is gradually broadening in response to the Com- 
pany’s sales efforts through its widespread organization. 
‘‘Aspenite’’ is an interesting product, which will meet 
many needs where panelboard is required. 


The particleboard plant in Vancouver was completed early 
in the year. The plant itself has been most ingeniously 
designed, and the product is excellent. As anticipated it 
will take time to expand sales to the point where the plant 
is running at capacity, but on the whole it can be said that 
progress has been satisfactory. There are a great many 
competitive products in this field. However, the Company 
is confident that the outstanding quality of this particle- 
board will enable it to attain a leading position in the 
industry, and the ever-expanding use for a product of 
this nature will in due course require the plant to run at 
capacity. 

The Company has been interested for some time in the 
possibility of a linerboard mill in Alabama, and has made 
various studies of the timber and suitability of the area for 
a project of this nature. At the beginning of the year, an 
option on a millsite was purchased and feasibility studies 
were conducted by a firm of engineering consultants. The 
United Fruit Company of Boston, Massachusetts, which 
is engaged in world-wide trade in the food and transporta- 
tion industries, became interested from the point of view 
of its linerboard requirements for banana boxes. The dis- 
cussions developed into a firm arrangement, and in Janu- 
ary of this year it was announced that the Company and 
the United Fruit Company would undertake the con- 
struction of a U.S. $50,000,000 linerboard mill at Pine Hill, 
Alabama. The Company’s interest in this venture is 60%) 
and that of United Fruit 40%. Construction will start 
within the next few months, and the mill should be in full 


operation by late 1968. It will have an annual capacity of 
270,000 tons of unbleached kraft linerboard for corrugated 
boxes or containers. The Company is pleased to be associ- 
ated in this new development with such a long-established 
and outstanding organization as the United Fruit Company. 


In addition to its joint enterprise with the United Fruit 
Company in Alabama, the Company proposes to develop 
on its own account plywood and lumber operations at Pine 
Hill, and will engage in extensive logging activity. The 
amount of capital required for these operations will be 
approximately U.S. $19,000,000. 


The Company has acquired, for the sum of $15,000,000, 
a 36% interest in Koninklijke Nederlandsche Papier- 
fabriek N.V., a prominent Dutch company long engaged 
in the manufacture of coated and uncoated papers. Its 
mills and head office are situated at Maastricht, Holland, 
which is a strategic position for access to the various 
countries in the European Common Market. This company 
has for many years been a customer for pulp. It is con- 
fidently believed that this closer association will be most 
beneficial to both companies, and will provide a means of 
expanding our interests in Europe. KNP intends to build 
a coated paper plant at Lanaken, Belgium, and expand 
its existing plant at Maastricht, Holland. The new mill in 
Belgium will have an annual capacity of 60,000 tons. As a 
further development the Company, in association with 
KNP and Spanish interests, will build a coated paper 
plant in Algeciras, in the south of Spain. This is a develop- 
ment with interesting prospects. 


The foregoing reflects the Company’s expanding interests 
abroad, and represents a logical development of the Com- 
pany’s policy which was initiated at the beginning of 1964 
when Hygrade Corrugated Cases Limited and Cooks 
Corrugated Cases Limited were acquired in the United 
Kingdom. 


The Annual Report, which is distributed not only to the 
shareholders but also to the employees, affords an excellent 
opportunity to the Board of Directors to express its thanks 
to the thousands of employees who through their efforts 
have contributed to the results in the year under review. 
The continued prosperity of the Company is the best 
guarantee of steady employment, and it is hoped that the 
good relations between all levels of employees will con- 
tinue to grow. 


On behalf of the Board, 


.f- ne 


Chairman and Chief Executive Officer 


Vancouver, Canada 
March 17, 1966 
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Historical Review 


OPERATING 1965 1964 

Production 
TO G8 eae hrc oh eae ne Cr ae (MEF BIN) aos ar 1,339,929 1,207,872 
Loum bers. 4.8 oee0 nn oe Geos ee ee (MCE B MM) Since 1,014,757 915,206 
Ply wood ccc22 eo ieee ee Lede eee eee (M Sacbts%6"). 386,457 374,036 
Shingles)... 52Jckscc 2's 0c Sa aera ee ae (Squares)caa.. ee 479,983 452,002 
Newsprints.)2.9. id caso nee nee aoe Ee eee (Short tons)........ 843,968 790,850* 
Pulp. cede ack ee eee ee (Shortitons) = 32 556,185 483,773 
Kratit: paper.and: paperboard....s2e eee ee (Short:tons) 3... 173,018 159,683* 
Fine, Paper /.55'-.osakeses kins at. oes ee ae (Shortitons 7 a4o 5 17,868 14,482 
Corrugated containers.ciacaccs eee ee (ME Saq.shtayee tee 699,881 679,291 

Wages, salaries and employee: benefits; 3.4.2 -.4) 5 eee $101,485,089 $ 89,500,618 

Number: of employees:at end of yearm. 270) on ee ee ee 14,930 14,360 

FINANCIAL 

Income, all sources 46.5. SAS Sar Ae ae Ea. ee a ee $437,182,442 $413,308,840 


Net earnings after income taxes 


Amount... 


Depreciation, depletion and ‘amortization: 7s eee 


Earnings retained in business for the years]... 2-42-27. ee eee 


Capital expenditures esc oi. ccsecs © sec cus A eR ane ee eee 


Dividends 


Cash — Ordinary shares 


Amount 


Fis) ote) ee. me! W108), e676) 6) By. 6 je) (6 0! 0:18) (lo O14 rel 6. w IM) 0.8) Melanie's), ee 66. are! 610) Wale) alle els Tones ce) aj ieiie 


*Includes tonnage purchased during strike. 
**Excluding holders of share warrants. 


$ 40,594,282 
$ 1.95 
$ 23,976,158 
$ 15,551,676 
$ 52,324,668 


$ 20,848,755 


$ 1.00 
$ 24,600 
$ .03 


$ 4,169,251 
$ 20 
23,135 


$ 41,440,597 
$ 1.99 


' $ 29,007,429 


$ 16,425,091 
$ 78,439,712 


$ 20,846,255 
$ 1.00 


$ 4,169,251 
$ 20 
20,597 


1963 


1,156,260 
804,102 
372,054 
449,323 
689,296 
368,152 
159,635 

12,089 
665,240 

$ 81,724,493 
13,430 


$349 ,368,343 


$ 36,660,068 
$ 1.76 
$ 22,486,653 
$ 15,828,813 
$ 47,119,433 


$ 20,831,255 
$ 1.00 


18,909 


1962 


1,090,170 
744,024 
356,974 
385,423 
681,448 
343,982 
134,825 

8,429 
669,523 

$ 77,526,441 
13,074 


$330,669,043 


$ 36,081,809 
$ 1.73 
$ 21,514,897 
$ 20,462,118 
$ 37,608,336 


$ 15,619,691 
$ 15 


18,962 


1961 


962,413 
107,792 
347,523 
413,565 
643,576 
333,932 
120,971 
5,194 
606,697 
$ 74,865,659 
13,282 


$315,323,217 


$ 27,395,968 
$ 1.32 
$ 21,903,353 
$ 11,776,277 
$ 18,613,028 


$ 15,619,691 
$ 75 


18,606 


1960 


957,576 
699,463 
299,335 
385,841 
656,318 
327,550 
115,592 
1,986 
624,897 
$ 74,369,957 
13,108 


$305,291,437 


$ 24,575,651 
$ 1.18 
$ 22,354,087 
$ 8,959,663 
$ 16,781,622 


$ 15,615,988 
$ 75 


16,728 


1959 


808,272 
562,637 
271,844 
308,787 
608,499 
307,386 
71,108 
631,862 

$ 63,006,764 
13,383 


$251,205,155 


$ 23,565,489 
$ Lis 
$ 20,794,221 
$ 9,823,416 
$ 15,281,705 


$ 13,742,073 
$ .66 


14,937 
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MacMILLAN, BLOEDEL and POWELL RIVER LIMITED 


CONSOLIDATED BALANCE SHEET 


DECEMBER 81 1965 
(WITH COMPARABLE BALANCES AS AT DECEMBER 31 1964) 


December 31 


December 31 


ASSETS 1965 1964 
CURRENT ASSETS: 
Gash'on hand and’ in: banks! 27. <5 ee ae ae > 2,910,587 $- 4107375 
Short. term=investments, and deposits: ]..9.e see eee 375,920 1,025,408 
Trade‘and. other aecounts receivables 244505 ae eee es 50,136,170 58,015,513 
Amounts receivable from subsidiary companies not consolidated.......... 2,852,938 764,116 
Inventories “GCNOtC:. 2) vic o0ae. a les ca Septet eee ere 54,913,875 50,326,318 
Prepaid expenses: 326. Gscee 5 «sas 4 ceo ee Ee eee eee 1,908,149 463,062 
113,097,639 114,701,792 
INVESTMENTS AND OTHER ASSETS: 
Investments in subsidiary companies not consolidated (Note 1)........... 39,022,202 37,484,098 
Other investments and advances, less allowance for possible loss.......... 7,714,907 5,837,414 
Amounts deposited with or assigned to trustee for bondholders 
ofa subsidiary Companys sce. ne ce eit ee 727,530 290,000 
47,764,669 43,611,592 
FUNDS ALLOCATED FOR CAPITAL PURPOSES, at cost (quoted 
market value in Canadian funds, December 31 1965 — $8,753,839): 
United.States: Treasury notes and bonds. 40-44. oe eee 053,81 7,323,660 
Canadian Federal Government bonds, payable in U.S. funds........... WAG CLS T1LL¢S 
7,771,589 8,041,438 
PROPERTY, PLANT AND EQUIPMENT (Note 8): 
Pulp and paper mills, sawmills, plywood mills, other buildings, machinery 
and<equipment; at costi6.. 5 6g. etre ae el cee ne re 450,171,139 407,779,155 
Less — 
Accumulated depreciation: .a.0s.e.0 Ae ee eee 249,269,249 236,173,150 
200,901,890 171,606,005 
Construction: 1m progress 4c ce crs ee pee ee ea eee 12,648,988 13,848,189 
Timber and land, at cost less accumulated depletion of 
$44 5985, 0351964 $41, 696.14 I ree ee eer re 78,858,596 79,988,723 
Logging roads, at cost less amortizationy,..0.5--.5 i 8,883,382 7,501,429 
301,292,856 272,944,346 
$469,926,753 $439,299,088 


LIABILITIES 


CURRENT LIABILITIES: 
LE OMY Daa. ca alg coli US ig 
Mecounts payable and accrued liabilities....4. .-..6066. cc ccc sceeeaenvonee- 
MIC ECAK CSS DAY ADIOTUNOLE LEO co ors, ole cae Sata poten auld Ga wad sateen as 
Minimum payments on non-current liabilities due within one year (Note 4) 


NON-CURRENT LIABILITIES, less minimum payments due within one year: 
(PELE € OTE (UP SAE het ae ob po pai ae On eee ee 
Siaasrcehe COMER UUTes. (NOLE!D) ss. nseoGe aS ek ah us Seo ba daa agente ees 
Other secured liabilities, payable in minimum annual payments, 

SAME ERIDECECSCAL ONL (40 cate ogy su oyna ocd Sa ais Sees Nh sees Oe 


BeecrnED INCOM TAXES (Note 6)s2: o.s4eenn bl Pee eee. 
MINORITY INTEREST IN SUBSIDIARY COMPANIES...................... 


SHAREHOLDERS’ EQUITY 


SHARE CAPITAL: 
Redeemable preference shares with a par value of $1 each (Note 7)....... 
Ordinary shares without nominal or par value (Note 8) — 
Authorized — 25,000,000 shares 
Minestandins 20, 550;200 suaresac Ree Ce eee ns he ee ee 2 


EARNINGS RETAINED FOR USE IN THE BUSINESS - 
PiStmt a cee’ ALCACHCE Hrs ieee ais oie bua Pek a Alt wey: ius kA cet eilecawe 


COMMITMENTS (Note 9) 
CONTINGENT LIABILITIES (Note 10) 


APPROVED ON BEHALF OF THE BOARD: 


J.V. CLYNE Director 


C.A.SPECHT Director 


December 31 
1965 


$ 11,000,000 
41,107,708 
6,870,843 
2,478,707 


61,457,258 


59,621,255 


7,013,139 


66,634,394 


32,252,888 


12,407 


160,356,947 


1,713,890 


159,497,000 


161,210,890 
148,358,916 


309,569,806 


$469,926,753 


December 31 
1964 


$ eee 
34,478,667 
14,078,383 
2,565,233 


51,122,283 


36,500,000 
30,480,794 


8,073,355 


75,054,149 
20,045,895 


37,174 
146,259,501 


1,005,347 


159,227,000 
160,232,347 


132,807,240 


293,039,587 


$439,299,088 
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MacMILLAN, BLOEDEL and POWELL RIVER LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 81 1965 


(WITH A COMPARABLE STATEMENT FOR THE PRECEDING YEAR) 


Sales and other income: 


Sales of products and services (Note 11)...................... 


Equity in net earnings of subsidiary companies not consolidated (Note 1) 


Incomestromeotherunviestinen tse eran e ae 


Costs and expenses: 


Cost of sales:and services) 3 325266. ae eee 


Selling, general and administrative expenses (Note 12)........ 


Interest: on: borrowed" funds). ie ee te 


Earnings before deducting income taxes.....................005: 
Current income taxes 


eo: 9 8 © ale, © <) eile) 6 @ e106 © ¥ 6 0) 0) 6: [v\ 0 101 10) e110) 6 6110) 6) 'e) # le es S10) eel oie e 


Earnings before deducting deferred income taxes 


Deferred income taxes (Note 6) 


Net earnings for the year 


Cost of sales and services includes the following: 


Depreciation (Note 13) 20 cto eee ee ee 


Depletion gocher on cette one ae ee, ae een 


Amortization of logging roads (Note 18).................... 


01 (0; .e/ fe] 6’ 18) ee. stieite, 16 


1965 


$434,289,256 
1,691,886 
617,607 
583,693 


437,182,442 


334,021,295 
20,999,941 
3,529,120 


358,550,356 


78,632,086 
25,830,811 


52,801,275 


12,206,993 


$ 40,594,282 


$ 17,405,735 
3,279,980 
3,290,443 


$ 23,976,158 


1964 


$409,564,544 
2,166,324 
845,631 
732,341 


413,308,840 


311,916,230 
19,753,357 
1,840,487 


333,510,074 


79,798,766 
32,799,104 


46,999,662 


5,559,065 


$ 41,440,597 


$ 22,856,227 
2,936,305 
3,214,897 


$ 29,007,429 


CONSOLIDATED STATEMENT OF EARNINGS RETAINED FOR USE IN THE BUSINESS 


FOR THE YEAR ENDED DECEMBER 381 1965 
(WITH A COMPARABLE STATEMENT FOR THE PRECEDING YEAR) 


1965 1964 
Meme TePee OCI ING OL: VOAT iio. nae 4 oak bese veka olge sue cx eend band deawnans $132,807,240 $116,382,149 
Net earnings for the year — per statement attached......................... 40,594,282 41,440,597 
, 173,401,522 157,822,746 
Dividends declared and paid during the year: TOPS SS 
On ordinary shares — 

MammnraaeChGS— fe DCT-SHALC. vs..,.5.8 Cosh delete ka endo be wales 20,848,755 20,846,255 
ee ROPE VICLOU CSM INOLOMI ii. 2. aoe, etn ote Gd eT alae ay icy EES ek Be 4 4,169,251 4,169,251 

SPREE ICLONCE BILATOS Mie Ae ey. add ae wl oe G Axis yaoi eae od wae 24,600 -- 
25,042,606 25,015,506 
MEM URERCE  1OUPV COT (INGOUC 1) 0 osc toc vic tev elena aa Neen ad ulna sbhlee an $148,358,916 $132,807,240 


AUDITORS’ REPORT 
TO THE SHAREHOLDERS, MacMILLAN, BLOEDEL and POWELL RIVER LIMITED: 


We have examined the consolidated balance sheet of MacMillan, Bloedel and Powell River Limited and its subsidiary companies as at 
December 31 1965 and the related consolidated statements of earnings and earnings retained for use in the business for the year ended on 
that date. Our examination of the financial statements of-the company and those subsidiaries of which we are the auditors included a 
general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the reports of the auditors who have examined the financial statements of the other 
subsidiary companies. 


In our opinion, the accompanying consolidated balance sheet and related consolidated statements of earnings and earnings retained 
for use in the business present fairly the financial position of the companies as at December 31 1965 and the results of their opera- 
tions for the year ended on that date in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year, except for the changes, with which we concur, in the method of computing depreciation and in the basis of road 
amortization referred to in Note 18 to the consolidated financial statements. 


Vancouver, B.C. PRICE WATERHOUSE & CO., 
March 10 1966 Chartered Accountants 
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MacMILLAN, BLOEDEL and POWELL RIVER LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT DECEMBER 31 1965 


1. PRINCIPLES OF CONSOLIDATION: 


It is the company’s practice to include in its consolidated financial 
statements the accounts of its Canadian and United States sub- 
sidiary companies but not the accounts of overseas subsidiary 
companies in the United Kingdom and elsewhere. The equity of 
MacMillan, Bloedel and Powell River Limited in the net earnings 
for the year of the subsidiary companies not consolidated is in- 
cluded in the accompanying consolidated statement of earnings. 
The investments in these subsidiary companies are carried on the 
consolidated balance sheet at a cost of $36,564,874 plus the com- 
pany’s share of undistributed net earnings since acquisition. 


2. INVENTORIES: 


The companies’ inventories comprised the following: 
Logs, pulp chips and other raw materials 
Lumber, plywood and other wood products 
Pulp and paper products 
Packaging products 
Operating and maintenance supplies 


Logs, pulp chips and other raw materials and operating and main- 
tenance supplies are valued at cost or replacement cost, whichever 


3. PROPERTY, PLANT AND EQUIPMENT: 


While the carrying value of the investments is in excess of the 
related equity in the net assets at book value, it is not considered 
that any provision for amortization is required. 

Current assets and current liabilities of subsidiary companies 
located outside of Canada have been converted into Canadian 
dollars at the rates of exchange in effect as at the balance sheet 
date, other assets and liabilities at the rates in effect at the dates 
on which the assets were acquired or the liabilities were incurred 
and items entering into net earnings at the average rates for 
the year. 


December 31 


1965 1964 
ce Gata @ ee ee ae $26,003,962 $22,336,217 
Re re et 13,399,920 13,349,813 
es Mice ee oe ee: 5,098,642 5,465,469 
Ren ree, Met 4 et ec Ae: 1,050,589 906,453 
Oe ap ary en eee 9,360,762 8,268,366 


$54,913,875 $50,326,318 


is the lower, and manufactured products at the lower of cost and 
net realizable value. 


Particulars of plant and equipment as at December 31 1965 and December 31 1964 are as follows: 


December 31 1965: 
Pulp and paper mills 
Sawmills, plywood mills and other wood products plants 
Logging buildings and equipment 
Packaging plants and equipment 
Other buildings and equipment 


December 31 1964: 
Pulp and paper mills 
Sawmills, plywood mills and other wood products plants 
Logging buildings and equipment 
Packaging plants and equipment 
Other buildings and equipment 


Accumulated Net book 
Cost depreciation value 
$330,113,054 $172,288,8638 $157,824,191 
56,443,739 35,400,151 21,043,588 
46,615,690 31,599,042 15,016,648 
11,911,956 6,434,571 5,477,385 
5,086,700 3,546,622 1,540,078 


$450,171,139 


$307,798,876 


$249 ,269,249 


$160,378,424 


$200,901,890 


$147,420,452 


39,199,237 30,125,807 9,073,430 
43,165,936 36,074,021 7,091,915 
12,024,842 6,034,714 5,990,128 

5,590,264 3,560,184 2,030,080 


$407,779,155 


$236,173,150 


$171,606,005 


The company is engaged in an expansion programme at Powell 
River, B.C. estimated to cost $99,627,000 when completed of 


which $12,648,988 has been recorded in the accounts as con- 
struction in progress at December 31 1965. 


4. MINIMUM PAYMENTS ON NON-CURRENT LIABILITIES: 


The minimum payments on non-current liabilities in each of the five years following December 31 1965 are as follows: 


vay ne ee so great etait a CHE 5 UDG RE Sees Ct RO Oe NN flan ete $2,478,707 
NN MD eee OE i ho ek Ne Pac atte ee or eancehele, e Mee 2,611,064 
eI Rt ee ry oe ee ya kn A OG RO he ach eee nathan cle dewocs 2,809,064 
ee I ee i re et ee ei San fy cle went oilems Laws ansaid AL os oh te sine > 2,887,064 
ee ors BI lc ti x Pa BIealds os ode a) Hod dead CHA ook owe Ren LOR 3,112,764 


5. BONDS AND DEBENTURES, LESS PAYMENTS DUE WITHIN ONE YEAR: 
December 31 


1965 1964 
MacMillan, Bloedel and Powell River Limited — 
Sinking fund debentures: 
4.95% debentures Series ‘‘A’’ due October 1 1990 — $29,200,000 U.S. at December 31 1965 
(Canadian equivalent $31,380,859) — at amount realized on first and second closings $31,376,383 $ — 
MacMillan, Bloedel & Powell River Industries Ltd. — 
Sinking fund debentures: 
534% twenty-year debentures Series “‘A’”’ maturing May 15 1978....................... 14,059,000 15,137,000 
414% twenty-year debentures Series ““B’”’ maturing May 15 1978 — $7,850,000 U.S. at 
December 31 1965 (Canadian equivalent $8,436,292) — at amount realized............ USB)? 8,178,594 
le Odeee ne 23,315,594 
Burnaby Paperboard Ltd. — ( 
First mortgage and collateral trust bonds: 
1955 Series — 
At6°, sinking fund bonds payable September 1 1975... 2... 55... ves Jen ee ene cereal : 4,357,000 4,788,500 
1958 Series — 
534% serial bonds maturing May 15 1966 to BESS k das Nee eee, nes Ae ADE 200,000 300,000 
be, siniane tnd pondsaaturing May. 15 T9718... 1222 e eis aca ee ee eet a 1,915,000 1,916,000 
6,472,000 7,004,500 
MacMillan, Bloedel and Powell River (Man.) Limited — 
ae acceniures niaturing January lL: LOTQ si). os cee ees ae a eam Spee PeSan aye 160,700 160,700 


$59,621,255 


$30,480,794 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT DECEMBER 31 1965 


(CONTINUED) 


On January 6 1966 MacMillan, Bloedel and Powell River Limited 
received $13,744,000 ($12,800,000 U.S.) from the third and final 
closing of 4.95 % Series ‘‘A’”’ debentures, bringing the total amount 
realized on these debentures to $42,000,000 U.S. (Canadian 
equivalent $45,120,383). 


6. DEFERRED INCOME TAXES: 


It is the company’s practice to claim for income tax purposes the 
maximum allowable capital cost allowances in respect of property, 
plant and equipment; such allowances for 1965 are in excess of 
amounts provided in the accounts. The resulting reduction of 
$12,206,993 ($5,559,065 in 1964) in income taxes currently pay- 


7. SHARE CAPITAL: 


As at December 31 1964 the authorized and the outstanding 
3% non-cumulative redeemable preference shares aggregated 
10,541,448 shares and 1,005,347 shares respectively and the tax- 
paid undistributed income amounted to $9,536,096. On January 
27 1965 a stock dividend of 4,169,251 shares was declared and 
paid out of tax-paid undistributed income on the basis of 1 
preference share for every 5 ordinary shares held. Notice of offer 
to purchase all outstanding preference shares was given on Sept- 


8. STOCK OPTIONS: 


An option, which was granted on November 4 1963 to the Presi- 
dent of the company to purchase 10,000 ordinary shares at $27 
per share, was exercised on September 7 1965 and the shares were 
issued for a cash consideration of $270,000. 

As at December 31 1965 options for 95,000 shares were outstand- 
ing under the key employees’ stock option plan. The options are 


9. COMMITMENTS: 


In addition to commitments in connection with the expansion 
programme at Powell River, B.C., referred to in Note 3, the 
company is also committed in respect of the following: 


(a) An annual rental of $145,239 (excluding taxes, insurance and 
other occupancy expenses payable by the company) up to 1988 
under a lease of its head office building. 


(b) The hire of vessels under charter agreements for varying 


On December 17 1965 MacMillan, Bloedel and Powell River 
Limited completed arrangements for the issue of 544% ten-year 
debentures Series “‘B” of a principal amount of $50,000,000 
(Canadian) to be dated January 3 1966 and to mature on January 
3 1976. No Series ‘“‘B’”’ debentures have been issued to date. 


able is included in deferred income taxes in the accompanying 
consolidated balance sheet to be taken into earnings of future 
years when allowances for income tax purposes are less than the 
related amounts recorded in the accounts. 


ember 29 1965 and 3,460,708 shares were tendered for purchase 
prior to the closing date of the offer. These shares were then 
purchased and cancelled out of the proceeds of a debenture which 
was in turn redeemed prior to December 31 1965. After giving 
effect to the foregoing transactions, the authorized and the out- 
standing redeemable preference shares were reduced to 7,080,735 
shares and 1,713,890 shares respectively and the tax-paid undis- 
tributed income to $5,366,845. 


exercisable up to October 6 1970 at $26.75 per share, being at 
least 90% of the closing price on the last business day before the 
options were granted. Of the total of 95,000 shares, options on 
31,000 shares were granted to officers who are full-time employees 
of the company. No options were granted to the Chairman, Vice- 
Chairman or President. 


periods up to October 1967 at rentals aggregating $5,862,000 for 
the periods of charter. 

(c) The acquisition of a minority interest in Koninklijke Neder- 
landsche Papierfabriek for a consideration of approximately 
$15,000,000. 

(d) The participation on a joint venture basis with another com- 
pany in the construction and operation of a linerboard mill in 
Alabama, under which MacMillan, Bloedel and Powell River 


Limited will be required to invest approximately $4,000,000 U.S. 
and to guarantee annual lease rentals estimated at $2,280,000 
U.S. for 20 years. 


10. CONTINGENT LIABILITIES: 


(a) There is included in timber and land on the consolidated 
balance sheet as at December 31 1965, an amount of $35,065,695, 
/ representing the cost of certain timberlands on Vancouver Island 
purchased from the Esquimalt & Nanaimo Railway Company, 
on which a provision has been made in the accounts for payment 
of a severance tax of 25% of the price paid. The provincial taxa- 
tion authorities have assessed the value of approximately one- 
third of such timberlands at $34,167,939 which would indicate 
that substantial additional, but as yet undeterminable, severance 
tax may arise if the present assessment, which is now the subject 
of appeal, is upheld. 

(b) The company’s newsprint sales agent and its subsidiary com- 
pany in the United States have received preliminary assessments 
for the years 1960 to 1963 from the United States Internal 
Revenue Service for additional income taxes and penalties aggre- 
gating $4,300,000. On the advice of U.S. tax counsel the assess- 
ments are being appealed. MacMillan, Bloedel and Powell River 


11. SALES OF PRODUCTS AND SERVICES: 


Sales, as in prior years, include the sales of products for account 
of, or purchased from, other manufacturers on which the margin 


12. DIRECTORS’ REMUNERATION: 


The total remuneration received during the year by the directors 


13. DEPRECIATION AND AMORTIZATION: 


As in the preceding year, depreciation was computed for 1965 on 
a straight-line basis at rates varying from 214% on buildings to 
15% on logging equipment. However, certain changes were 
introduced in the method of applying the straight-line basis of 


(e) The commencement of construction on or before January 1 
1968 of a pulp mill at Whitecourt, Alberta in order to preserve 
the rights to timber leases acquired at a cost of $1,725,500. 


Limited could be indirectly involved but, because of possible 
relief from the Canadian tax authorities, the liability — if any — to 
the company is not expected to be significant. 


(c) By reason of the differences in the regulations and practices 
applicable to depreciation under the Income Tax Act of Canada 
and under the British Columbia Logging Tax Act, the company 
at present is unable to realize in full the tax reductions available 
through offsetting logging taxes against federal income taxes in 
those years that accelerated depreciation is claimed under the 
Federal IncomeTax Act. This matter is under discussion with both 
governments and the company is confident that steps will be 
taken to remove this anomaly. Should such not be the case the 
company would suffer the loss of tax offset in the years 1962 to 
1965 aggregating approximately $2,000,000. However, the cal- 
culations of the tax provisions for those years have been made on 


the assumption that appropriate relief will be forthcoming. 


of gross profit realized by the company is substantially less than 
that realized on the sale of its own manufactured products. 


in their capacities as directors, officers, or employees was $544,083. 


depreciation which, when combined with a change from the 
diminishing balance basis of amortizing logging roads to a basis 
related to log production, had the effect of increasing consolidated 
net earnings for the year by approximately $3,000,000. 


When an oil well goes dry, or when a coal seam is 
exhausted, the industry that depends on those re- 
sources for its raw material must move to another 
location to seek new supplies. But the industry 
based on the forest resource is different. It depends 
on a raw material that can be renewed ... forever, 
and the great timber stands of North America are 
constantly being restored and rejuvenated. 


MacMillan, Bloedel and Powell River’s timber re- 
serves range from the coniferous rain forests of 
coastal British Columbia, to the deciduous woods 
of Saskatchewan and the fast-growing pines of 
Alabama. They include eight main tree species, 
and among them are all the characteristics of 
strength, durab lity, fibre length, stability, and 
beauty of grain needed for the Company’s forest 
products - lumber, plywood, shingles, particle- 
board, panelboard, chemical pulp, newsprint, fine 


papers and kraft linerboard. 


Western Red Cedar, while not a true cedar as is 
the biblical cedar of Lebanon, has some similar 
qualities. MB&PR uses it for shingles, siding and 
interior finishing. Hemlock produces a superior 


THE MANY SHAPES OF OUR RAW MATERIAL 


woodpulp. Douglas Fir is the best source of dimen- 
sion lumber where strength is required, and so on. 
Therefore, each species lends itself to specific 
uses because of special characteristics. Each 
species thrives in different growing conditions. 
Douglas Fir, Hemlock, Cedar and Spruce prefer 
the generous rainfall and mild temperatures of the 
Pacific coast; Aspen grows best in Saskatchewan, 
and southern pine thrives in the warm climate of 
the deep south. In all these varied forest areas, 
MB&PR has large stands of the regional species, 
all managed on a sustained yield basis for long- 
term corporate stability. They are a source of raw 


materials which will never be exhausted. 


On the next few pages we have provided an illust- 
rated sampler of the main species from which the 
MB&PR family of forest products is created. We 
have listed the distinguishing characteristics and 
the principal products made from each tree to indi- 
cate the versatility of the Company’s forest re- 
sources, not only as raw materials for today’s 
products, but for the new products that will emerge 


from the laboratories tomorrow. 
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WESTERN HEMLOCK 
Tsuga heterophylla 


DOUGLAS FIR 


Pseudotsuga menziesii 


Leaves are needle-like and 
somewhat flattened. They are 

% to 1% inches long, bright green 
or blue-green in colour. They 

grow on slender, orange-brown 
twigs. Buds are about 4 inch long. 


In the fall, the Douglas Fir produces 
an oval, reddish-brown cone 2 to 
4% inches long. The cones open at 
maturity and fall soon after. Cone 
scales are thin, rounded and stiff. 


The Douglas Fir is the largest 

tree native to Canada. It grows as 
high as 300 feet with a trunk 
diameter from 3 to 15 feet. The 
trunk is straight and often clear of 
branches to a height of 70 feet. 
On older trees, the bark can be 4 
to 12 inches thick, deeply furrowed 
into dark, reddish-brown ridges. 
The commonest variety occurs on 
the coast of British Columbia. 


The Douglas Fir is one of 

the most valuable tree species in 
Canada because of its great 
strength. It is used for plywood, 
interior finishing, siding, flooring, 
dimension lumber, large 
structural timbers, and pulp. 


Hemlock needles grow on | 
gracefully drooping twigs and | 
branchlets. The needles are smal 
and narrowly elongated, 4 to 

3%, of an inch long. They are a dar 
shiny green on the upper surface 
with 2 white stripes below. 


The Hemlock in August forms 
ovoid light brown cones %4 to 1 inch 
long. They open in September and 
fall during the winter. 


Western Hemlock thrives on ! 
abundant rainfall and is found onl 
in the wet belts of British 
Columbia. It usually occurs in 
mixed stands of fir, spruce and 
cedar and grows to a height of 12( 
to 160 feet, with a trunk 3 to 

4 feet at the base. The tip or 
leader of the tree is distinguished 
by its drooping appearance. 


Western Hemlock is the 

most valuable source of pulpwood 
in British Columbia, including __ 
groundwood pulp for newsprint. 

It is also used as lumber in 
general construction. 


WESTERN RED CEDAR SITKA SPRUCE 
Thuja plicata Ni Picea sitchensis 
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Sitka Spruce has slender, 
needle-like leaves which bristle 
out on all sides of the twig. They 
are % to 1% inches long and 

vary in colour from a yellow-green 
to blue-white. Twigs are stout and 
stiff with buds 44 to ¥% inch long. 
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Leaves of this species are 
scale-like and blunt, % to 4% of 
an inch long in overlapping 
pairs, each pair at right angles 
to the pair below. 

This variety of Spruce produces 

a cylindrical cone, pale yellow to 
reddish-brown. Cones are 2% to 4 
inches long with thin, stiff scales, 
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An erect, oval cone is formed 
August-September. It is about 

Y% inch long and composed of 4 to 6 
pairs of thin brown scales. They 
open at maturity but stay on the 
tree over the winter. 


In Canada, Western Red Cedar is 
found only in British Columbia. 

It is one of the largest trees in the 
Pacific region and also one of 

the oldest. It grows 150 to 200 
feet in height, more than 8 feet in 
diameter, and specimens up to 
800 years of age have been 
recorded. Its bark is thin and 
fibrous, cinnamon red on young 
trees and grey on older ones. 


Red Cedar stock is light, 

soft and fragrant. It is especially 
resistant to decay and is used 
for shingles, shakes, siding and 
for interior trim. Cedar 

particles are used to make 

k3 particleboard. 


wedge-shaped and finely-serrated 
at the edges. They open at maturity 
and fal/ during the late autumn 
and early winter. 


Sitka is the largest of all the 
Spruces and grows in a narrow 
band along the Pacific coast, 
seldom extending more than 50 
miles from salt water. It is most 
abundant in the Queen Charlotte 
Islands. Fully grown trees average 
3 to 6 feet in diameter, with a 
height of between 125 and 175 
feet. Bark is very thin in large, 
reddish-brown scales. 


Sitka Spruce stock is mostly 

free of defects, straight 

and even-grained. It is sometimes 
referred to as aeroplane spruce 
because of its wartime use 

in air frame construction. It is 
also valuable as pulpwood. 


33 


BALSAM FIR 
Abies amabilis 


Leaf needles of Balsam Fir are 
3%, to 1% inches long, notched at 
the tip, and are a dark shiny 
green. Twigs are stout with 
minute hairs. Buds are a shiny 
purple, round and resinous. 


Cone of the Balsam Fir is formed 

in September, cylindrical and dark 
purple in colour, 342 to 5 inches 
long. Scales are nearly as broad as 
they are long. The cone disintegrates 
in October, dropping yellowish- 
brown seeds. 


Balsam Fir, or Amabilis Fir, is 
confined mostly to the western 
slopes of the Coast Range and on 
Vancouver Island. It grows to a 
height of 80 to 100 feet or more 
with a trunk diameter of 1% to 

3 feet. A distinctive characteristic 
is its bark which is thin and 
smooth, pale grey and marked 
with conspicuous white splotches. 


Balsam Fir frequently grows 
alongside Hemlock. The two trees 
are logged together and are 
frequently referred toas‘‘HemBal’? 
It is a prime source of groundwood 
pulp for newsprint and is also 
valuable for lumber. 


SHORTLEAF PINE 
Pinus echinata 


Needles of the Shortleaf Pine 
are 3 to 5 inches long, usually 2 
to a bundle, or fascicle. They 


are a dark yellow-green. Twigs 
are a reddish-brown and the buds 
have red-brown scales. 


Cones are 1% to 2% inches long, 
oblong to conical, and are armed 
with a small, sharp prickle. 
Seeds are %e inch long, borne 

on ¥2-inch-long wings. 


This is a medium-sized to large 
species 80 to 100 feet in height 
and 2 to 3 feet thick. Bark is rough 
and scaly. It is reddish-brown and 
separated into flat plates. 

The Shortleaf Pine grows best on 
dry upland soils but in more moist 
areas it is found mixed with 
Loblolly Pine and various 
hardwoods. It occurs generally 
throughout the southern states, 
except for the Appalachian 

and the Florida peninsula areas. 


An unusual feature of this 

species is that a tree up to 

ten years old will sprout from 

its base after the main trunk 

has been cut, or destroyed by fire. 
The sprouts will ultimately 

attain commercial size. Shortleaf 
Pine is a valuable source of 
lumber, plywood and pulp. 


TREMBLING ASPEN 
Populus tremuloides 


Aspen leaves are almost 

round in outline but abruptly 
pointed. They are a shiny 

dark green on their top surface, 
yellowish-green below. They 
move on their long stems in the 
slightest breeze, giving the 
species its name. It is sometimes 
called quaking aspen, or popple. 


Seeds are contained in small green 
capsules %4 inch long, arranged 
in catkins. These open at maturity. 


Trembling Aspen is found 
in almost every part of Canada, 


including the far north. In MB&PR’s 


Saskatchewan forests it averages 

about 60 feet in height and 

8 to 10 inches through the trunk. 

It reproduces quickly by means of 
root suckers. Bark on young trees 
is smooth but becomes grey-brown 
and roughly furrowed with age. 


Aspen wood, when chipped, 

is formed into a strong, attractive 
building panel called Aspenite at 
MB&PR’s plant in Saskatchewan. 


LOBLOLLY PINE 
Pinus taeda 


The Loblolly Pine produces 
needles 6 to 9 inches long, usually 
in bundles of 3. They are slender 
and yellow-green in colour and 

grow from brown twigs. Buds are 
covered with reddish-brown scales. 


The cone of the Loblolly Pine is 

2 to 6 inches long, narrow and 
conical. Seeds are about %4 inch 
long, rough and dark brown with 
black markings. There is abundant 
seed production after the tree 

is about 25 years old. 


This species is sometimes known 
as ‘‘old field pine’’ because it 
establishes itself so successfully 
in pure stands on old fields in 
the deep south. It ranges along 
the Atlantic and Gulf coastal 
plains in the U.S. Loblolly Pines 
grow to a height of 90 to 110 

feet with a trunk diameter 

of 2 to 2% feet. 


Bark on mature trees is %4 

to 2 inches thick with 
brownish, irregular patches. 
In the Company’s Alabama 
complex, Loblolly Pine will be 
used for linerboard, lumber 
and plywood. 


